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SUBJECT: CIV AIR - PROBLEMS WITH VENEZUELA 

REF: CARACAS 3216 

1 . DEPT APPRECIATES RECEIVING AMBASSADOR'S ASSESSMENT OF 
CAUSES OF GROWING PROBLEMS IN US-VENEZUELA CIV AIR RELATIONS. 
VENEZUELAN CONCERN APPEARS TO BE CONCENTRATED ON MANNER IN 
WHICH US HAS HANDLED SEVERAL TARIFF PROBLEMS, BUT WE SUSPECT 
THAT CAUSES OF CONCERN ARE MUCH MORE FUNDAMENTAL. 

2. HISTORICALLY, VENEZUELA HAS FOLLOWED A PROTECTIONIST 
AVIATION POLICY. FOR A NUMBER OF YEARS PRIOR TO 1972, US 
AND VENEZUELA WERE PERENNIALLY AT ODDS OVER VENEZUELAN 
RESTRICTIONS ON PAN AM'S CAPACITY AND ON EXERCISE OF US 
ROUTE RIGHTS. AMENDED AGREEMENT IN 1972 GAVE VENEZUELA NEW 
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ROUTE RIGHTS WHICH VIASA SUCCESSFULLY EXPLOITED TO MAINTAIN 
A RESPECTABLE MARKET SHARE. CIV AIR RELATIONS WERE REMARK- 
ABLY SMOOTH AS A RESULT, WITH LITTLE VISIBLE EVIDENCE OF 
VENEZUELA'S PAST PROTECTIONIST POLICIES. RECENTLY, HOW- 
EVER, PAN AM HAS ACQUIRED ABOUT 60 PERCENT OF THE MARKET. 

THIS DEVELOPMENT AND THE ADMINISTRATION'S INTERNATIONAL 
AVIATION POLICY FAVORING INCREASED COMPETITION WITH ITS 
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PARTICULAR EMPHASIS ON CHARTER FLIGHTS AND LOW AIR FARES 

(STATE 63476) ARE THE MORE LIKELY CAUSES OF THE VENEZUELAN 
CONCERNS AND OF ITS POSSIBLE RETURN TO PROTECTIONIST 
POLICIES. 

3. DEPT AGREES FULLY THAT IT WOULD BE DESIRABLE TO TAKE 
PROMPT POSITIVE ACTION TO RESTORE SOUND AVIATION RELATIONS. 
HOWEVER, IF OUR ANALYSIS IS CORRECT THAT VENEZUELANS HAVE 
FUNDAMENTAL PROBLEMS WITH US POLICY, A QUICK AND EASY 
SOLUTION IS NOT LIKELY. FOR EXAMPLE, SOLUTION WOULD NOT 

BE FOUND IN FURTHER CLARIFYING EXISTING TARIFF PROCEDURES 
OR IN REDRAFTING THE TARIFF PROVISIONS OF THE BILATERAL 
AGREEMENT (SECTION VI). VENEZUELANS WOULD WANT CHANGES 
ENHANCING ROLE OF I AT A AND DISCOURAGING COMPETITIVE 
PRICING WHICH WE COULD NOT ACCEPT. 

4. WE AGREE THAT IT WOULD BE DESIRABLE TO SCHEDULE A 
MEETING TO EXPLORE THE ISSUES IN THE HOPE SUCH A SESSION 
WOULD AT LEAST CONVINCE VENEZUELANS WE ARE NOT DISREGARD- 
ING THEM OR THEIR CONCERNS. AFTER CONSULTATIONS WITH 
OTHER AGENCIES, WE WILL PROPOSE A SPECIFIC DATE AND VENUE. 
DEPT WOULD APPRECIATE ANY SUGGESTIONS EMBASSY MAY HAVE IN 
THIS REGARD. CHRISTOPHER 
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